











COMMODORE INTERNATIONAL LTD 


Major Problems 


1. Cash Flow 

a. Bank payments leave company stripped for cash 

b. No indication of future lender support 

c. Cash flow since January used to fund losses 

d. Avg. credit terms in Japan 45 days 

e. Weak Dec. Balance Sheet-Receivables $220 million 

Bank Debt $150 million 
Payables $145 million 

f. Monthly cash requirements $13 million before interest, 
advertising and product procurement 

g. Restructuring plans costly in interim 

2. Excess Capacity 

a. Close Corby 

b. Move West Chester to Valley Forge 

c. Consolidate Semi in Costa Mesa 

d. Assembly in Hong Kong, Taiwan, Japan & Braunschweig 

e. U.S. warehousing through subcontractors in Calif. 

f. Organization Structure 

g. Standard Costs do not include almost 9% of costs 

3. Marketing Subsidiary Accountability 

a. Gross profit margin of 25% established by CEL 

b. No profit targets-10% should be standard 

c. Non manufacturing European headcount totals 700 

d. Regional GM for Europe with headquarters staff. Goal to 
reduce managerial overhead by 50% 

e. Regional distribution and warehousing in our new 
Rotterdam warehouse for 50% headcount reduction 

f. U.K. to be eventually closed; small branch in Slough 

g. Canada branch of U.S. 

h. Reinstitute monthly reviews to assure budgets are met 

4. Engineering Excesses 

a. $52 million per year running rate-must be reduced by 50% 

b. Lay off most W.C. systems engineers/move rest to VF 

c. Control Amiga expenditures, possible layoffs 

d. Japan R&D restricted to production/quality support only 

e. Sell excess equipment 

5. Selling Prices 

a. C64 Family-31% avg. margin 

b. C128 Family-31% avg. margin 

c. Amiga-41% avg. margin 

d. PC 10/20-40% avg margin 

6. Lack of new products for 1986 

a. Europe-Amiga may be too expensive 
PC 10/20 stalling 

Look to sell European distribution 
. U.S.-128 weak 

Amiga too early to tell 


b 
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1. Cash 


The heavy repayment program under the waiver was agreed to in 
early October based on cash flow under a $340 million sales 
estimate. Since then there are doubts that sales level can be 
acheived. Even if it is, sales will occur later in the quarter. 
As a result the cash flow in December will be less than 
originally thought. In addition, more and more of our suppliers 
in the Far East are demanding shorter terms, requiring an 
increase in our requirements. It now appears that there is a 
real possibility that our December payments to the banks will 
occur late, setting the stage for us having to back to the banks 
to discuss new terms. Discussions are continuing, however, to 
obtain a commitment letter from ITT as soon as possible for their 
previous offer for a $10 million secured line to Commodore 
Credit. This will cover the interim gap. 

In any case, as a result of our weak balance sheet, the cash flow 
of the company in early 1986 should only enable us to meet the 
heavy trade requirements from the fall purchases. If the monthly 
expenses of $13 million for overhead are not immediately reduced, 
a cash crisis is still possible. 

The current waiver extends until January 31st. Continued support 
by our lenders will depend on our ability to demonstrate our 
commitment to end the losses of the operations. 
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2. Manufacturing Efficiency 


With the expected lower unit volume beginning in Q3, it is 
essential that plans be made now to reduce the number of 
manufacturing facilities, both in semiconductor and assembly 
areas (see 2a) . 


Hong Kong: 

Current board stuffing capacity is in excess of 1 million C-64 
and 128 PCB's. The Q3 current build plan is for 500 thousand. 
This would allow for a head count reduction of approximately 140 
workers. In addition, three floors are idle allowing for 
expansion of operations for other uses. 


Corby: 

There are 200 assembly workers at Corby assembling 120k Plus4's 
and 140k 64's this quarter. The quarter 3 plan is for 120k total 
assembly leaving this facility grossly underutilized. Full 
closure could be costly given the government training grants and 
low cost loans. However, the employment targets were met in 
early 1985 and if the plant remains open in some form thru June 
another milestone is reached. It is suggested that the facility 
be changed to warehousing, distribution and rework and CBM U K 
apply for additional grants for those purposes. Approval is 
highly unlikely but it could set the stage for further 
negotiation when the activity is reduced in January. 

In the September quarter over $400,000 in overhead was absorbed 
by corporate reflecting the underutilized position vs. the std. 
cost assumptions. 

Note: The U.K. P&E is valued on our books at $9.2 Million. Low 
interest loans and leases total $4.6 million. 


Germany: 

Braunsweig (BSWG) is another underutilized facility that required 
$300,000 in corporate support last quarter. Another $200,000 was 
transferred to cover the cost of engineers on the BSWG payroll. 
It should be noted that PC R&D is mostly finished and these 
engineers are more related to the assembly lines than actual pure 
R&D. 

In Q2 BSWG is scheduled to assemble 200k computers and 110k 
drives. The Q3 plan is currently for 40k computers and 30k 
drives. Since the quality of work has always been high and the 
need for PC 10/20 assembly it is desirable to keep this facility 
open. All Corby assembly should be moved here and R&D should be 
properly accounted for. 



United States: 

The extensive operations in North America must be scaled back in 
order to reduce our breakeven point. 1,336 of our total of 4,332 
employees at 9/30 were here. Valley Forge is an expensive plant 
with an empty $10 million addition that could accomodate the 
West Chester engineers we decide to keep. 

West Chester assembly also raises an area for consolidation and 
cost cutting. With average labor costs of $5.50 vs. $1.50 in 
Hong Kong, with H.K.'s cheaper paper supply, and no need to 
double package PC boards HK assembly of C64 and 128 should start 
on a test basis as soon as possible. If the quality can be 
proven, then by next Spring all assembly could be moved allowing 
for an expansion of our West Coast subcontractor shipper. This 
would enable us to try to sell the lease in West Chester and 
reduce our U.S. distribution costs which last quarter totalled 
$5.8 million. 

Valley Forge is another underutilized facility but, given the 
carrying value of $35.3 million, it must be retained. By moving 
the U.S Systems engineers and the U.S. corporate staff, better 
use of the facilities can be obtained. Sale of the excess 
equipment should also be stepped up. Monthly depreciation 
amounts to $433,000. 

Costa Mesa is and should remain our primary semiconductor 
facility. Given this fact, it is puzzling why our semiconductor 
managers are in Valley Forge. Travel expenses average $30,000 
per month for the semi group. 

Another problem that continues to plague production is the lack 
of coordination among the various manufacturing sites. The 
missing cables for the 1571, ascii vs. din PCBs for the German 
128's and need to airfreight keyboards from the U.S. to U.K. are 
examples of the problem of marketing managers having control over 
assembly areas. One general manager must have all production 
reporting to him. All decisions can therefore be coordinated 
with the existing build plan. 

Finally, as exhibit 2c shows, the standard costs do not take into 
account the costs we incur as a result of our overcapacity. If 
we close and consolidate the inefficient operations we can add 
almost 10 percentage points back to our margins during the next 
few quarters. 
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commodore international limited 
other cost of sales 
fiscal 1986 

(in thousands of dollars) 

1st qtr 

air freight 4100 

unabsorbed labor and overhead: 

semiconductor 3400 

hong kong -subcontract charges for ics 1400 

-other 800 

japan 1400 

west Chester 900 

corby 400 

braunschweig 300 

taiwan 100 

subtotal 8700 

royalties 600 

tooling amortization 600 

rework and service: 

deerfield repairs 600 

other 1700 

manufacturing & inventory variances , net 1800 

subtotal -other 5300 

total 18100 


- 10 - 









commodore international limited 


soft assets 

9/30/85 

valley forge property 
net book value 

35300 

leases 

-9400 


25900 

deerfield barter credits 
u.s. & germany 

14200 

u.k. property 
net book value 

9200 

mortgage & leases 

-4600 


4600 

ted inventory 
book value 

51000 

reserves 

-19500 


31500 

miscellaneous finished goods 

pet systems, printers and software 

15800 

reserves 

-5000 


10800 


acquired technology 


29700 
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REPORT NO! 24100 

DEPARTMENT NO! TOTAL 
DEPARTMENT NAME* TOTAL PLANT 


OEP 


»•*•****«*•***•* CURRENT MONTH 

********* ****** 

ACTUAL 

BUDGET 

VARIANCE 

235,878 

377,125 

141,247- 

96,983 

23,426 

234,600 

128,400 


0 

11,300 

11.300- 

8,952 

3,526 

68,592 

15,820 

n:nt 

368,764 

835,837 

467,073- 

25,024 

31.462 

m 

29,625 

tirsm 

30 t 43l 

0 

ititn: 

21,857- 

8,495 

30,352 

95,413 

369,315 

273,903- 


ACCT 

NO. 


4202 

9203 


>205 

9200 


9304 

9305 

9306 

9300 


ACCOUNT 

DESCRIPTION 


XEMjPT 



INDIRECT LABOR 



MARKERS COMP 
TAXES A BENEFIT 


2.080 

138.222 

0 

0 

611 

83.707 

248 

0 

8 

7.408 

1.529 

0 

233.805 


3.392 

9,092 

432,567 

32,437 

469 

0 

0 


14.460 

205.495 

3,100 

5,400 

9,550 

f .800 
,800 
5,800 
2.000 
4,900 
51,200 
3,300 
1,500 


331,305 


47,300 

32,200 

415,350 

44,500 

5,600 

0 

0 


*!•!!£ 

5,400- 

8,939- 

74,907 

15,553- 

5,800- 

2 , 000 - 

4,900- 

43,792- 

1,771- 

1,500- 

97,500- 

43,908- 

17lil7~ 

l i:?3 6 ?: 

0 

0 


96 01 

9402 

9403 

9406 

9407 

9408 

9409 

9410 

9412 

9413 

9414 
9417 
9421 

9400 


9451 

9452 

9453 

9454 

9455 
9450 
9450 


SMALL TOOLS 
EXPENSED EQUIP 

SuartzmSrI -NEN 

QUARTZMARE REPR 

MONITORS SPARE$ 
PHOTOMASKS 
LAUNDRY 
CONSUMED INV 

SUPPLIES 

EQP REPAIR/MNT 
EQUIPMENT RENTL 
DEPRECIATION 
MAINT CONTRACTS 
FEILD SERVICE 
EQUIPMENT COSTS 


477,956 

544,950 

66,994- 

9450 

EQUIPMENT COSTS 

0 

5,900 

5,900- 

95 01 

RECRUITING 

0 

9,000 

9,000- 

9502 

9503 

RELOCATION 

15,023 

25,100 

10,077- 

TRAVEL S ENT 
SEMINARS 

3,878 

12,500 

8,622- 

95 04 

28— 

900 

928- 

9506 

DUES/SUBSCRIPTN 

3,831 

3,950 

119- 

9507 

EMPL NELFARE 

22,705 

57,350 

34,645- 

9500 

EMPLOYEE COSTS 

0 

4,716 

14,000 

2,500 

l i\Wr 

m 

GUARD SERVICE 
BLOG MAINTENANC 

5,885 

4, 100 

1,785 

9703 

BLDG RENT 

2,349 
3,496 
. ?»569 

4.500 

5.500 
7,000 

I'M- 

431- 

97 04 

97 81 

CITY MATER 
&ATURAL*GAS 

l K'M 8 2 

100,000 

15,300 

1,028 

4,042 

9707 

9708 

fkcipHONE/TELEX 

11,500 

5,600 

5,900 

9718 

GEN INSURANCE 
JANITORIAL SRVC 

28,018 

23,000 

5,018 

9719 

4,350 

3,100 

1,250 

9720 

PROPERTY TAXES 

187,252 

184,600 

2,652 

9700 

BLDG/UTILITIES 

0 

0 

0 

9801 

0/S TECH SERVCE 

1,245 

4,300 

3,055- 

98 02 

0/S PROF SERVCE 
CONTRIBUTIONS 

0 

300 

300- 

9809 

3,184 

0 

3,184 

9810 

O/S CMPTR SERVC 

0 

1,000 

1,000- 

9811 

INHOUSE DP CHGS 

9,211 

1,750 

7^61 

98 49 

MISC EXPENSES 

13,640 

7,350 

6,290 

9800 

MISCELLANEOUS 

26,514 

5,950 

20,564 

9856 

FREIGHT-POSTAGE 

26,514 

5,950 

20,564 

98 50 

FREIGHT-POSTAGE 

1,426,049 

2,336,657 

910,608- 

TOTAL 

PLANT SPENDING 
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1,117 

4 a 030 

-501 

Caaratlng auaaliaa 

11,147 

11,110 

-3,401 

Packaging auptllaa 

1,1*1 

*20 

1,141 

Stall taala 

IT* 

705 

171 

liatnial aguioaant 

0 

7,7)7 

-7,7)7 

Cantuaa* inaantary 

0 

2,400 

•2,400 

Cuartaaara- naa 

27,417 

41,404 

-17,Ml 


327 

1,700 

-).!7) 


0 

4,500 

-4,54* 

Panltar* 

12,412 

21,2*0 

-2,42* 

Ihatiuiki 

7.7)4 

41,24) 

-17,531 
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12,7)4 

11,771 

-457 

Tatal Supplies 

77,1*0 
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-100,224 





faulaaant aalntananca 

*5,7X4 

214,112 

-1)0,23* 

liulIMM rental 

17»4t4 

20,127 
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424,154 
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Ptlntananca eantraeta 

)0,474 

31,72* 
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Mala service 
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Travel 
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1,511 
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lullainp pant 

24,411 
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-1.T01 
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14,322 

1(,213 
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Saaap 

-175 

0 

-375 

Natural pat 

47 

1.200 

•1,133 

tlactrlc 

70,41* 

41,000 

7,014 


4,7*2 

4,411 

-3.147 

Inauranca 

7,100 

7.000 

0 

Janltarlal aanvlca 
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0 

0 

kaal aatata taxes 
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34,000 
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Tatal accwpancy catta 

171,710 

217,37* 
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Othap caatal 




Cutaiaa altPical ant tacN. 
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30 
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23.140 

2,730 

20,210 
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321 
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321 
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-4,127 

0 

•4,127 

mu auocmoits 

•32.4*5 

*2,4*4 

•0,171 

Toth email 

1,210,4*7 

t,445,414 

-4)4,750 


2’d 


3SdOJ A3T 





























* /t ^aU tuJZt^Jjtu#^ 


my 


ms" 



trade sales 
ret & allow 

net sales 

interco sales 

ttl net sales 

trade cos-std 
i/c cos-std 

total cos-std 

trade gm-std 

i/c gross mgn 

other cos 

net gross mgn 

% 

advt & merch 
selling & del 
adnin 

res & develop 


0 

0 

0 

130421 

130421 

0 

-127638 

-127638 

0 

2783 

-3796 

-1013 
-0.78 

0 
0 
0 
0 


0 

0 

0 

203727 

203727 

0 

-202099 

-202099 

0 

1628 

-1655 

-27 

- 0.01 

0 

0 

0 

0 

0 




u.k. 

manuf 

0 

0 


0 

16510 

16510 


0 

-16346 


-16346 


0 

164 

1054 


1218 

7.38 


0 

0 

0 

0 

0 


ttl oper exp 

0 

0 

0 

inc. fm oper. 

-1013 

-27 

1218 

% 

-0.78 

-0.01 

7.38 

interest exp 

-3 

0 

0 

interest inc 

0 

0 

0 

i/c interest 

0 

0 

-476 

other inc/exp 

-30 

0 

0 

pretax income 

-1046 

-27 

742 

% 

—0.80 

-0.01 

4.49 

income taxes 

522 

1840 

0 

net income 

-524 

1813 

742 
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braunschweig braunschweig 


trade sales 
ret & allow 

net sales 

interco sales 

ttl net sales 
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0 

0 


186377 
186377 

trade cos-std ^ 

i/c cos-std . 183552 


0 

0 

0 

237785 


237785 


0 

-232219 


ttl oper exp 

inc. fm oper. 
% 

interest exp 
interest inc 
i/c interest 
other inc/exp 

pretax income 
% 

income taxes 
net income 
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braunschweig 

0 

0 

0 

31286 

31286 


0 

-30579 


total cos-std 

-183552 

-232219 

-30579 

trade gm-std 

0 

0 

0 

i/c gross mgn 

2825 

5566 

707 

other cos 

355 

-2635 

237 

net gross mgn 

3180 

2931 

944 

% 

1.71 

1.23 

3.02 

advt & merch 

0 

0 

0 

selling 6 del 

-417 

0 

0 

adnin 

*•361 

0 

0 

res & develop 

-98 

0 

0 


-876 

0 

0 

zim - 

1.24 

2931 

944 


1.23 

3.02 


0 

-408 

-130 

0 

0 

0 

966 

-1783 

-990 

'——- 

321 

149 

ZoZ / ~ “ 

1.52 

1061 

-27 


0.45 

-0.09 

-1378 

1449 

-255 

-119 


-146 
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trade sales 
ret & allow 

net sales 

interco sales 

ttl net sales 

. e= 

trade cos-std 
i/c cos-std 

total cos-std 

trade gm-std 

i/c gross mgn 

other cos 

net gross mgn 

% 

advt & merch 
selling & del 
adnin 

res & develop 

ttl oper exp 

inc. fin oper. 

% 

interest exp 
interest inc 
i/c interest 
other inc/exp 

pretax income 

% 

income taxes 
net income 
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^sr' 

japan 

japan 

japan 

1121 

14 

0 

0 

0 

0 

1121 

14 

0 

425180 

348594 

62594 

426301 

348608 

62594 
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-1362 

#-415937 

*•417299 
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^2530 

6472 

1.52 
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-942 
t-2444 
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-4436 

2036 

0.48 
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14 

0 
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#-5.44 

-2263 
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-340592 
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0 
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-1508 


-92 

-0.15 


0 

0 

0 

-448 

0 

-448 


-540 

- 0.86 

0 

0 

0 

-8 




^/O 


3300 

-548 

0.95 

-0.88 

-1508 

0 

1792 

-548 


? 


































S&‘£<*u*Gf-' $x2c&-*. 


<V 










/ffV 


/‘its' 



taiwan 

taiwan 


taiwan 



trade sales 
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interco sales 
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36734 

4409 
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0 
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i/c gross mgn 

0 
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0 
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ttl oper exp 
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-457 

1897 

679 

% 

ERROR 

5.16 

15.40 

interest exp 
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0 

interest inc 

0 

27 

0 

i/c interest 

0 

0 

0 

other inc/exp 

0 

7 
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pretax income 

-457 

1931 

679 
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ERROR 

5.26 

15.40 

income taxes 

0 
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net income 

-457 

1931 

679 
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3, Marketing Subsidiary Accountability 


Today there is no stated goal for division profitability. CEL 
establishes a 25% gross margin, but as tables 3c and d show, this 
is currently insufficient. A goal of 10% net margin should be 
required from each GM as a basis for continued operation there. 
Obviously certain exceptions can be made where workout or start 
up problems exist such as Italy or France are concerned. But 
June 1986 should be the deadline for all other locations. 

In Fiscal 1984 every sub except Canada, Norway, and Sweden met or 
exceeded that test. In Fiscal 1985 only Switzerland and Denmark 
met that goal. In the September quarter only Canada (6.29%), 
Austria (6.81%) and Denmark (3.8%) showed a profit. 

At the last GM meeting in New York the subsidiaries weren't even 
required to bring a forecast of their P&L and balance sheet. 
Until the sales directors are held accountable for their 
operations there will be little success to establishing 
profitability. 

Manpower has also increased substantially at the marketing 
subsidiaries in the past year. Marketing staffs remain at peak 
levels despite the large volume dropoffs. Gross salary 
expenditures also remain too high. Certain areas, such as Canada 
and CNE should be consolidated into larger management groups. 
Europe should have one GM with local marketing managers reporting 
to the corporate staff in Frankfurt. Our new warehouse in 
Rotterdam, along with BSWG could easily handle European 
distribution. This would enable us to reduce the more than 700 
managerial and distribution employees in Europe. 

RECOMMENDATION: 

Crash manpower costs by consolidating control to regional bases, 
institute profit guidelines as a basis for continued operations 
and have monthly reviews with the subs for monitoring their 
progress in meeting these targets. 



commodore international limited 10/22/85 

sales by country 
fiscal 1985 and 1986 
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COMMODORE INTERNATIONAL LIMITED 


MONTHLY HEADCOUNT REPORT 


Manufacturing 

1984 

June 

1985- 

June 

July 

i 

i 

i 

| • 

l cn 

1 2 

1 < 

1 

1 

Sept' 

Hong Kong 

2574 

811 

1019 

1039 

1058 

Japan 

182 

213 

227 

227 

224 

Taiwan 

394 

317 

312 

325 

361 

Corby 

257 

245 

239 

232 

208 

Braunschweig 

191 

196 

195 

193 

185 

U.S. 

511 

331 

322 

351 

429 

Semiconductor 

1002 

700 

679 

416 

424 

Canada 

271 

— 

— 

— 

— 

Total Manufacturing 

5382 

2813 

2993 

2783 

2889 

Sales 

Slough 

136 

241 

230 

227 

221 

Switzerland 

27 

37 

42 

42 

41 

Denmark 

30 

35 

35 

32 

32 

Norway 

15 

19 

21 

21 

21 

Canada 

153 

78 

78 

78 

78 

Frankfurt 

139 

170 

169 

169 

169 

Netherlands 

26 

32 

32 

32 

33 

Belgium 

27 

43 

45 

45 

45 

Italy 

27 

39 

39 

39 

39 

Austria 

19 

27 

28 

29 

23 

Australia 

98 

128 

126 

126 

128 

France 

— 

9 

9 

9 

9 

Sweden 

— 

22 

22 

22 

24 

U.S. 

317 

353 

358 

288 

243 

Total Sales 

1014 

1233 

1234 

1161 

1106 

Research & Development 

U.S. 

53 

238 

224 

187 

153 

Semiconductor 

114 

4 

4 

4 

4 

AMiga 

— 

48 

48 

50 

57 

Corby & Slough 

23 

26 

26 

26 

30 

Braunschweig 

9 

21 

20 

19 

17 

Japan 

28 

26 

27 

27 

28 

Total Research & Development 

227 

363 

349 

313 

289 

Corporate 

CEL Basel 

12 

20 

23 

22 

22 

CIL 

13 

26 

26 

26 

26 

GRAND TOTAL 

6648 

4455 

4625 

4305 

4332 
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coomodore international limited 
sales and operating expenses 
fiscal 1986 
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total northern europe 1161 729 1680 1238 861 583 


























trade sales 
ret & allow 

net sales 


762964 

-103290 

659674 


423860 

-98393 


325467 


83050 

-9384 

73666 


interco sales 


44178 


25463 


6277 


ttl net sales 703852 


350930 


79943 


trade cos-std 
i/c cos-std 

total cos-std 

trade gm-std 

i/c gross mgn 

other cos 

-475741 

-41192 

*-516933 

183933 

2986 

-21461 

-248748 

-24843 

-273591 

76719 

620 

-29293 

-63800 

-6078 

-69878 

9866 

199 

-2617 

net gross mgn 
% 

165458 

23.51 

-44955 

-24562 

-9183 

329 

48046 

13.69 

7448 

9.32 

advt & merch 
selling & del 
admin 

res & develop 

a— 

-40704 

-19541 

-7115 

-12770 

-701 

-9980 

-3772 

-2083 

-2844 

-250 

ttl oper exp 

-78371 

-80831 

-18929 

inc. fm oper. 

87087 

-32785 

-11481 

% 

12.37 

-9.34 

-14.36 

interest exp 

-9197 

-12556 

-2729 

interest inc 

52 

131 

32 

i/c interest 

-5555 

-6333 

-1104 

other inc/exp 

1260 

-124 

211 

pretax income 

73647 

-51667 

-15071 

% 

10.46 

-14.72 

-18.85 

income taxes 

a* 

-36826 

22534 

0 

net income 

36821 

-29133 

-15071 


ffl 
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trade sales 
ret & allow 

net sales 

interco sales 

ttl net sales 

trade cos-std 
i/c cos-std 

total cos-std 

trade gm-std 

i/c gross mgn 

other cos 

net gross mgn 
% 

advt & merch 
selling & del 
admin 

res & develop 


130704 

-29349 

101355 

22693 

124048 

-73795 

-22805 

-96600 

27560 

-112 

-3423 

24025 

19.37 

-11444 

-11691 

-2359 

0 


ttl oper exp -25494 


inc. fm oper. 
% 

interest exp 
interest inc 
i/c interest 
other inc/exp 

pretax income 

% 

income taxes 
net income 




-1469 

-1.18 

-1734 

40 

-2918 

44 

-6037 

-4.87 

2944 

-3093 




60554 

-10592 

49962 

2430 

52392 

-37623 

-2475 

-40098 

12339 

-45 

-2518 

9776 

18.66 

-4432 

-4822 

-1625 

-2311 

-24 

-13214 

-3438 

-6.56 

-1472 

173 

-536 

-1195 

-6468 

-12.35 

-149 

-6617 


IP 


<5 

Canada 

12877 

-2264 

10613 

2764 

13377 

-8298 

-2766 


-11064 

2315 

-2 

-276 


2037 

15.23 

-377 

-758 

-188 

-281 

-150 

-1754 


283 

2.12 


-80 

1 

502 

135 


841 

6.29 

0 

841 


7? 


\ 
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trade sales 
ret & allow 




165298 


90268 

-17874 


net sales 

143581 

72394 

interco sales 

10718 

7269 


79663 

ttl net sales 

154299 



trade cos-std 
i/c cos-std 

-95917 

-10476 

— DOUOJ. 

-7204 


-65265 

total cos-std 

-106393 



trade gm-std 

i/c gross mgn 

other cos 

47664 

242 

-2168 

45738 

29.64 

65 

-2184 

net gross mgn 
% 

12214 

15.33 


-7307 

-2418 

-3396 

-1358 

-855 

advt & merch 
selling & del 
admin 

res & develop 

-9653 

-4050 

-1513 

-706 

ttl oper exp 

-15922 

-15334 

inc. fin oper. 

% 

29816 

19.32 

-3120 

-3.92 

interest exp 
interest inc 
i/c interest 
other inc/exp 

-613 

0 

-1794 

1855 

-1892 

52 

-359 

481 

pretax income 

% 

29264 

18.97 

-4838 

-6.07 

income taxes 

-13760 

874 

net income 

15504 

-3964 

£-rrdbu2e^ 

131 



3 “, my 


u.k. 

mktg 


17293 

-4175 



13118 


542 

13660 


-12095 


-531 


-12626 


1023 


11 

-118 


916 

6.71 


-1745 

-544 

-865 

-364 

-194 

-3712 


-2796 

-20.47 


-841 

0 

325 

-73 


-3385 

-24.78 


0 

-3385 
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frankfurt frankfurt 


trade sales 
ret & allow 


143013 

*>6632 

136381 


152752 

-4981 


net sales 
interco sales 

392 

ttl net sales-""::;;^ 
136773 

trade cos-std' fafe ^~^“‘ 
i/c cos-std ** 10 ^93 

total cos-std~“ 

trade gm-std 


147771 

133 


147904 


-125283 

-111 


i/c gross mgn 
other cos 

net gross mgn 

% 

advt & merch 
selling & del 
admin 

res & develop 

ttl oper exp 

inc. fm oper. 

% 

interest exp 
interest inc 
i/c interest 
other inc/exp 

<a 

pretax income 
% 

income taxes 
net income 


199 

*>3130 


-125394 

22488 

22 

-2319 




&**%*&' f Aj, 

'Uc^e'L' 

'<? *r 


frankfurt 

23489 

-486 

23003 

27 

23030 

-19502 

-25 

-19527 

3501 

2 

-91 


27808 

20191 

3412 

20.33 

13.65 

14.82 

*-7544 

-10505 

-1707 

-5092 

-3710 

-829 

-2188 

-1586 

-322 

0 

-2798 

-485 


0 

0 

-14824 




-18599 

-3343 

izyo 4 

9.49 

1592 

69 


1.08 

0.30 

-786 


______ 

3 

-1251 

-501 

-982 

18 

0 

165 

-843 

-50 

mo/ 

106 

-42 

11 . 5 o 4 

8*32 

-378 

-524 


-0.26 

-2.28 

-6706 



Acno — 

522 

285 

4 b /o 

144 

-239 

Uf 

/TO 

in 
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trade sales 
ret & allow 

net sales 

interco sales 

ttl net sales 

trade cos-std 
i/c cos-std 

total cos-std 

trade gm-std 

i/c gross mgn 

other cos 

net gross mgn 

% 

advt & merch 
selling & del 
admin 

res & develop 
ttl oper exp 

inc. fin oper. 

t 

interest exp 
interest inc 
i/c interest 
other inc/exp 

pretax income 
% 

income taxes 
net income 




italy 

82852 

*489 

.--4.-A--. 

82363 


82365 

“62452 

0 

-62452 

19911 

2 

0 

19913 

24.18 

“5663 

“2479 

-952 

-186 

-9280 

10633 

12.91 

-936 

51 

-456 

13 

9305 

11.30 

-4580 

4725 










italy 

italy 

128204 

8395 

-3918 

0 

124286 

8395 

4064 

779 

128350 

9174 

-97340 

-6561 

-4062 

-786 

-101402 

-7347 

26946 

1834 

2 

-7 

-838 

-83 

26110 

1744 

20.34 

19.01 

-12572 

-775 

-8399 

-353 

0 

0 

-1453 

-359 

-333 

-89 

-22757 

-1576 

3353 

168 

2.61 

1.83 

-5643 

-940 

532 

-1 

-3634 

-816 

-571 

-432 

-5963 

-2021 

-4.65 

-22.03 

-2243 

0 

-8206 

-2021 

J 1 

jf 
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cel 

- basel 

cel - basel 

cel 

- basel 



trade sales 
ret & allow 

37585 

0 . 

35547 

0 

5469 

—65 



35547 

5404 

net sales 

37585 

interco sales 

1158941 _ 

1251024 

172263 



1286571 

177667 

ttl net sales 

1196526 



-29883 

-1109138 

-5418 

-171148 

trade cos-std 
i/c cos-std 

<31913 

-982222 



-1139021 

-176566 

total cos-std 

-1014135 



5664 

-14 

trade gm-std 

i/c gross mgn 

5672 

141886 

1115 

176719 

other cos 


-131100 

-4063 

-47036 


• 


16450 

-2962 

net gross mgn 


135355 

1.28 

-1.67 

% 

11 31 



• 



-1450 

advt & merch 


*=16460 

-1766 

-392 

-290 

selling & del 

-129 

0 

0 

admin 

-4006 

-3487 

-924 

res & develop 

-26086 

-35147 

-9597 

ttl oper exp 

-31987 

-55494 

-12261 





inc. fm oper. 

103368 

-39044 

-15223 

% 

8.64 

-3.03 

-8.57 

interest exp 

-528 

-3 

0 

interest inc 

1482 

927 

77 

i/c interest 

12529 

13857 

2792 

other inc/exp 

-5993 

-9489 

8443 

pretax income 

110858 

-33752 

-3911 

% 

9.26 

-2.62 

-2.20 

income taxes 

-48 

-1156 

-156 

net income 

110810 

-34908 

-4067 



do 
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ae^fcria 

ausfceia 

austria 

trade sales 
ret & allow 

7615 

-432 

10804 

-478 

2462 

-69 

net sales 

7183 

10326 

2393 

interco sales 

0 

0 

0 

ttl net sales' 

7183 

10326 

2393 

trade cos-std' 
i/c cos-std 

*-4912 

0 

-7984 

0 

-1921 

0 

total cos-std 

*-4912 

-7984 

-1921 

trade gm-std 

to —Wtoi.to?»k.ft»tofc»4.*> — 

2271 

2342 

472 

i/c gross mgn 

0 

0 

0 

other cos 

-225 

-86 

53 

net gross mgn 

tot. to «> Wtoto4» 

2046 

2256 

525 

% 

28.48 

21.85 

21.94 

advt & merch 

*-417 

-617 

-34 

selling & del 

-322 

-320 

-79 

adnin 

-306 

-227 

-85 

res & develop 

0 

-607 

-84 

ttl oper exp 

-1045 

0 

0 

-1771 

-282 




inc. fin oper. 1001 - 

% 13.94 485 

4.70 


243 

10.15 


interest exp 

-13 — 


interest inc 

1 

-89 

i/c interest 

0 

0 

other inc/exp 

-45 

0 



-20 

pretax income 

944 - 


% 

13.14 

376 



3.64 

income taxes 

-561 


m ■* 

to 4» to to — tofc. to to *- toi». 

-154 

net income 

383 - 



-81 

0 

0 

1 


163 

6.81 

-100 

63 
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belgium belgium 


trade sales 
ret & allow 


9190 

**49 


14099 

-140 


advt & merch 
selling & del 
adnin 

res & develop 
ttl oper exp 

inc. fin oper. 

% 


interest exp 
interest inc 
i/c interest 
other inc/exp 

m 

pretax income 
% 

income taxes 
net income 


*-376 

*•557 

*•566 

0 


■.kk.bkb.i., 


-746 

-1206 

0 

-469 

0 




*•1499 

1096 

11.46 

0 

0 

*-80 

**3 

1013 

10.59 

-341 

672 


?, 7 


-2421 


551 

3.82 

-95 

13 

-55 

-26 


388 

2.69 

-154 


234 


& 


^-x£/ '7ut x #£ t/ 


belgium 

3027 
34 


net sales 

9141 

13959 

3061 

interco sales 

421 

449 

30 

ttl net sales 

9562 

14408 

3091 

trade cos-std 
i/c cos-std 

f-6575 

^421 

-10907 

-436 

-2634 

-22 

total cos-std 

-6996 

-11343 

-2656 

trade gm-std 

2566 

3052 

427 

i/c gross mgn 

0 

13 

8 

other cos 

29 

-93 

65 

net gross mgn 

% 

2595 

27.14 

2972 

20.63 

500 

16.18 


-206 

-244 

-111 

-179 

0 


-740 


-240 

-7.76 

-70 

1 

0 

-2 


-311 

-10.06 


-311 
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netherlands 

netherlands 

netherlands 

trade sales 

17066 

25170 

-98 

2895 

ret & allow 

-80 

-19 

net sales 

16986 

25072 

2876 

interco sales 

141 _ 

357 

0 

ttl net sales 

17127 

25429 

2876 

trade cos-std 

*-11876 

-19333 

-357 

-2404 

i/c cos-std 

*-141 

0 

total cos-std 

f-12017 

-19690 

-2404 

trade gm-std 

5110 

5739 

472 


i/c gross mgn g 

other cos 101 


net gross mgn 5211 

% 30.43 


0 

5 


5744 

22.59 


0 

-82 


390 

13.56 



-------- 

-1386 

advt & merch 

-1006 

-1576 

selling & del 

-1160 

0 

admin 

-419 

-499 

res & develop 

0 

0 

ttl oper exp 

-2585 

-3461 

inc. fm oper. 

2626 

2283 

% 

15.33 

8.98 

interest exp 

-13 

-57 

interest inc 

7 

2 

i/c interest 

-104 

-41 

other inc/exp 

*-71 

— — 

-90 

pretax income 

2445 

2097 

% 

14.28 

8.25 


-232 

-170 

-82 

-129 

0 


-613 


-223 

-7.75 


-36 

0 

-6 

1 


-264 

-9.18 


income taxes 
net income 


*-1061 

1384 


-462 


1635 


136 

-128 



O&- 
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1994 


%J&S 


/ 


19 9S 


Switzerland 


witzerland 


Switzerland 


trade sales 
ret & allow 

10828 

♦*60 

17514 

-64 

2060 

-7 

net sales 

interco sales 

ttl net sales 

trade cos-std '* 
i/c cos-std 

10768 

0 

17450 

0 

2053 

0 

10768 

17450 

2053 

*-6891 

0 

-12669 

0 

-1581 

0 

total cos-std 

♦-6891 

-12669 

-1581 

trade gm-std 

3877 

4781 

472 

i/c gross mgn 

0 

0 

0 

other cos 

-432 

-86 

3 

net gross mgn 

3445 

4695 

475 

% 

31.99 

26.91 

23.14 

advt & merch 

-887 

-1068 

-192 

selling & del 

-794 

-732 

-192 

admin 

-436 

-487 

-118 

res & develop 

0 

-449 

-124 



0 

0 

ttl oper exp 

«* — 

-2117 

-2736 

-626 

inc. fin oper. 

1328 


“ “' ” —————— 

% 

12.33 

1959 

-151 



11.23 

-7.36 

interest exp 
interest inc 

-52 

0 

-3 

-9 

i/c interest 

30 

u 

A 

0 

other inc/exp 

0 

-20 

0 

4 

pretax income 

% 

1306 

12.13 

1940 

-156 



11.12 

-7.60 

income taxes 

• f- 

-367 

-737 

39 

net income 

939 

1203 

-117 


77 

^7 
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denmark 

denmark 

deranark 

trade sales 

11021 

13051 

2733 

ret & allow 

0 

-163 

-23 

net sales 

11021 

12888 

2710 

interco sales 

0 

67 

0 

ttl net sales 

11021 

12955 

2710 

trade cos-std 

-7456 

-9431 

-2102 

i/c cos-std 

0 

-68 

0 

total cos-std 

-7456 

-9499 

-2102 

trade gm-std 

3565 

3457 

608 

i/c gross mgn 

0 

-1 

0 

other cos 

-10 

-70 

-2 

net gross mgn 

3555 

3386 

606 

% 

32.26 

26.14 

22.36 

advt & merch 

-595 

-775 

-179 

selling & del 

-707 

-286 

-130 

admin 

-284 

-561 

-72 

res & develop 

0 

-321 

0 

-104 

0 

ttl oper exp 

-1586 

-1943 

-485 

inc. fin oper. 

% 

1969 

17.87 

1443 

121 



11.14 

4.46 


interest exp -68 
interest inc 46 
i/c interest 0 
other inc/exp 0 


-57 

-26 

50 

10 

0 

0 

-3 

-2 


pretax income 

1947 

% 

17.67 

income taxes 

-776 

net income 

1171 


1433 

103 

11.06 

3.80 

-694 

-51 

739 

52 
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—- 
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trade sales 
ret & allow 

norway 

9197 

-414 

norway 

5799 

-176 

net sales 

8783 

5623 

interco sales 

0 

0 

ttl net sales 

8783 

5623 

trade cos-std 
i/c cos-std 

-5978 

0 

-4053 

0 

total cos-std 

-5978 

-4053 

trade gm-std 

2805 

1570 

i/c gross mgn 

0 

0 

other cos 

-334 

-26 

net gross mgn 
% 

2471 

28.13 

1544 

27.46 


advt & merch 
selling & del 
admin 

res & develop 
ttl oper exp 

inc. frn oper. 

% 

interest exp 
interest inc 
i/c interest 
other inc/exp 

pretax income 

% 

income taxes 
net income 


*-519 

-1019 

-193 

0 

-1731 

740 

8.43 

-21 

0 

*•252 

0 

467 

5.32 

0 

467 


-705 

-681 

-331 

-492 

0 

-2209 

-665 

-11.83 

-15 

31 

-169 

-16 

-834 

-14.83 

0 

-834 




kr 






norway 

1687 

-5 


1682 

0 


1682 


-1302 

0 


-1302 


380 

0 

-31 


349 

20.75 


-48 

-92 

-80 

-114 

0 


-334 


15 

0.89 


-18 

5 

-55 

7 

-46 

-2.73 

0 

-46 


Q-'J 
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A/ 



awaken 

Sweden 

trade sales 

2019 

2119 

ret & allow 

-9 

-12 

net sales 

2010 

2107 

interco sales 

0 

0 

ttl net sales 

2010 

2107 

trade cos-std 

-1363 

-1509 

i/c cos-std 

0 

0 

total cos-std 

-1363 

-1509 

trade gm-std 

647 

598 

i/c gross mgn 

0 

0 

other cos 

-7 

22 

net gross mgn 

% 

640 

31.84 

620 

29.43 

advt & merch 
selling & del 

-479 

-161 

-72 

-317 

o 

-270 

-113 

-112 

admin 

res & develop 

-127 

0 

— 


-- . . 

ttl oper exp 

-1029 

-622 

inc. fin oper. 

-389 

-2 

% 

-19.35 

-0.09 

interest exp 

-13 

-29 

interest inc 

5 

0 

i/c interest 

o 

0 

other inc/exp 

5 

12 

pretax income 

-392 

-19 

% 

-19.50 

-0.90 

income taxes 

0 

0 

net income 

-392 

-19 













































/try 


trade sales 

<fwmce 

1357 

france 

ret & allow 

2020 


-6 

-10 

net sales 

1351 

2010 

interco sales 

357 

0 

ttl net sales 

1708 

2010 

trade cos-std 

-1198 

-1619 

0 

i/c cos-std 

-357 

total cos-std 

-1555 

-1619 

trade gro-std 

153 

391 

i/c gross mgn 

0 

0 

other cos 

-60 

-94 

net gross mgn 

93 

297 

1 

5.44 

14.78 

advt & merch 

-219 

-516 

selling & del 

-58 

-226 

admin 

-22 

-9 

res & develop 

-109 

-157 

ttl oper exp 

0 

0 

-408 

- -- 

inc. fm oper. 

-908 

-315 


% 

-611 

interest exp 

-18.44 

-30.40 

-8 

-- L — ' ' . 

interest inc 

-29 

i/c interest 

0 

0 

other inc/exp 

pretax income 

0 

0 

0 

0 

-323 


t 

-640 


-18.91 

-31.84 

income taxes 

0 

0 

net income 

a: 

-323 

-640 


f 




1 




























v ***£~s st&zzzn Ou^i^ 


'^IfLJiV '€^3/ 
2l0 


/?*« /n< 


australia 

australia 


trade sales 
ret & allow 

40397 

-453 

39262 

-425 



38837 

net sales 

39944 

interco sales 

160 . 

574 



39411 

ttl net sales 

40104 . 

trade cos-std 
i/c cos-std 

^ *■* ** ^ $■* •» P? 

►25646 

►160 

-26368 

-689 

total cos-std 

►25806 

-27057 

trade gm-std 

——►———►i———— 

14298 

12469 

i/c gross mgn 

0 

-115 

other cos 

►305 

-348 

net gross mgn 

% 

-►———►?*►———*»i 

13993 

34.89 

12006 

30.46 



-3345 

-2113 

-2151 

-1210 

0 

advt & merch *-3559 
selling & del -2932 
admin -1191 
res & develop g 


ttl oper exp 

-7682 

-8819 

inc. fin oper. 

6311 

3187 

% 

15.74 

8.09 

interest exp 

►362 

-961 

interest inc 

0 

13 

i/c interest 

►360 

23 

other inc/exp 

9 

-8 

pretax income 

5598 

2254 

% 

13.96 

5.72 

income taxes 

►2476 

-1034 

net income 

3122 

1220 


?s> 

/<¥" 


Jtfif.Zf 

australia 

6217 

-145 

6072 

483 

6555 

-3877 

-503 

-4380 

2195 

-20 


86 


2261 

34.49 

-621 

-879 

-482 

-241 

0 


-2223 


38 

0.58 

-238 

2 

0 

62 


-136 

-2.07 


62 


-74 


AP 
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4. Engineering 


Currently, Commodore is spending for R&D at a $52 million annual 
running rate. There are 365 engineers, 208 of which are in the 
U.S. While we must continue new product development, a drastic 
cut must be made with emphasis placed on the most important 
projects. Excess equipment should also be sold on a priority 
basis to reduce our lease costs or raise money. Outside 
consultants should also be restricted. 

Over the past three months Japanese engineering has doubled. 

Some of these people are needed for product support, but all jobs 
there need be analyzed and design engineers which double for U.S. 
projects should be eliminated. 



commodore international limited 
research and development 
fiscal 1986 

(in thousands of dollars) 


1st gtr 


u.s. engineering salaries & benefits 2000 

supplies 600 

equipment depreciation 800 

other equipment costs 300 

other 1000 

subtotal 4700 


amiga salaries & benefits 700 

supplies 100 
outside services 600 
depreciation 200 
other 700 


2300 


semiconductor 

supplies 

1000 


depreciation 

200 


other 

400 

1600 

cel 

yield loss on cl28 ics 

2000 


other 

100 

japan 

primarily supplies 

800 

braunschweig 


200 

amiga 

machines for software development 

700 

software: 

u.s. 


500 

u.k. 


200 

Canada 


200 

italy 


0 

900 

total 


13300 


-IS- 
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commodore 


Computer Systems Division 
1200 Wilson Drive 
West Chester, PA 19380 
(215) 431-9100 
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Proj ect 

# Description 

Proj Leader 

Status 

106 

C9 00 


HOLD 

107 

C128LE Standalone 

B. Herd 

open 

110 

Integral D.D. for C128HE 

G. Berlin 

open 

111 

Amiga 

R. Rice 

open 

112 

TI 1660 Modem 

I. Klrscheman 

open 

113 

LCD Module Comm. Design 

M. Goldman 

open 

115 

IEEE 488 Buss 

F. Bowen 

open 

116 

I/O Processer Controller LAN 

T. Ryan 

open 

118 

C128HE System W/Integral D.D. 


open 

119 

1571 D.D. 


open 

120 

1902 Monitor 


open 

121 

1670 Modem (C128) 

J. Porter 

open 

122 

1680 Modem (Amiga) 

J. Porter 

open 

123 

Genlock Periperal -Amiga 

C. Sagady 

open 

124 

PC10/20 Video BD Interface 

K. Lu 

HOLD 

125 

Answermate Amiga 

J. Porter 

open 

126 

C64 New Casework (C128) 


open 

127 

Ram Disk Expamnsion C128 

F. Palaia 

open 

128 

C/R PC10/20 


open 

129 

MPS-1000 Printer (C128) 


open 

130 

Mouse for C128 


open 

131 

1570 Disk Drive for Euroupe 


open 

132 

1901 Monitor for Euroupe 


open 

134 

'LE' Entry Level Consumer Sys 


open 

135 

'HE' High End Consumer Sys 


open 

136 

3.5 Disk Drive for LE & HE 


open 

137 

Hard Disk Drive for Amiga 


open 

138 

C64 Emulator for Amiga 


open 

139 

RS 232 Adapter for C128 


open 

140 

Amiga Ranger 


open 

141 

MIDI Interface for Amiga 


open 

142 

1571 Disk Drive Cost Reduction 


open 

143 

PC10 for U.S. Market 


open 

144 

PAL Amiga 


open 

/Of 

cU Ue 



/*& 

do^rt fid^u<L £12-% 


tV- 

w 




[cct 











y 




r 



v 




5. Selling Prices 


In the past, new products have historically been targeted for 
margins exceeding 50% to allow for heavy advertising expenses. 
Given the planned advertising blitzes for the 128 and Amiga 
families, the 31% and 41% selling margins appear to allow little 
room for production variances. This puts even more pressure on 
Commodore to reduce manufacturing inefficiencies as upward 
mobility of prices appears remote. 

The effects of the Yen on our sourcing is also going to put 
additional pressure on our pricing. The higher European prices 
as a result of the weaker dollar do offset some of our costs. 
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PLUS 4 SYSTEM PACK 1.39 7 286 2 429 3 
PLUS 4 SYSTEM PACK 2 1.39 66 394 26 545 36 
PLUS 4 PRESENTATION PACK 1.39 31000 53 1643 74 2283 
PLUS 4 LASKEY'S PACK 1.39 10000 53 530 74 736 
PLUS 4/1551 1.39 1991 124 246 172 342 
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